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CONFIDENTIAL LIMA 5146 

E.O. 11652: GDS 

TAGS: BEXP, ETRD, ENRG, PE 

SUBJECT: OCCIDENTIAL-PETROPERU AGREEMENT ON FEEDER PIPELINE 
FINANCING 

REF: LIMA 4852 

1. PRESIDENT OF PETROPERU, GENERAL FERNANDEZ BACA CALLED IN 
EMBASSY OFFICERS JUNE 25 TO REITERATE TO THEM FACT THAT 
PETROPERU AND OCCIDENTAL WORKING HAND IN GLOVE ON FEEDER 
PIPELINE FINANCING AND THAT PETROPERU FULLY UNDERSTANDS AND 
ACCEPTS OCCIDENT AL'S RATIONALE FOR WITHDRAWING FROM FINANCING 
OF FEEDER LINE. FERNANDEZ BACA SAID HE HAD DISCUSSED THIS 
MATTER PERSONALLY WITH ARMAND HAMMER AND THAT BOTH 
ORGANIZATIONS ARE FULLY IN ACCORD SINCE OXY NOT IN A 
POSITION. DUE TO OTHER COMMITMENTS IN WORLD, TO PICK UP 
FINANCING FOR PERUVIAN PIPELINE. THE GENERAL ADDED THAT OXY 
PRESIDENT JOE BEARD NOW IN WASHINGTON TO SUPPORT TO THE 
EXTENT POSSIBLE PETROPERU REQUESTS TO EXIMBANK AND OTHERS 
FOR ADDITIONAL FINANCING. AND THAT THIS SUPPORT FURTHER 
EVIDENCE OF OXY'S CLOSE COOPERATION WITH PETROPERU. 
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2. FERNANDEZ BACA STRESSED THAT HE WISHES DEPARTMENT OF 
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STATE AND EMBASSY TO HAVE NO DOUBTS ON THIS SCORE, SO THAT 
"FRUITFUL COLLABORATION" BETWEEN PERU AND U.S. OIL COMPANIES 
CAN CONTINUE APACE. 

3. FERNANDEZ BACA ALSO EMPHASIZED THAT ORIGINAL INITIATIVE 
FOR CHANGE OF FINANCING CAME FROM OCCIDENTAL, BUT THAT BOTH 
PARTIES AGREED THAT IT WOULD BE PREFERABLE THAT THE OFFICIAL 
ANNOUNCEMENT BE MADE BY PERU SO THAT THE PUBLIC WOULD PERCEIVE 
THE CHANGE AS EMANATING FROM THE GOP AND NOT THAT A MAJOR 

U.S. COMPANY WAS BACKING OFF. 

4. IN REGARD TO TOTAL FINANCING PACKAGE, FERNANDEZ BACA SAID 
JAPANESE CREDITS CAN BE USED FREELY FOR FINANCING U.S. 

IMPORTS, ALTHOUGH A PORTION WILL BE USED TO PAY FOR THE 
JAPANESE PIPE, AND POSSIBLE THE GERMAN PIPE AS WELL. HE SAID 
THAT PETROPERU IS INCLINED TO ACCEPT BIDS FOR PIPELINE 
CONSTRUCTION FROM U.S. COMPANIES, AND THAT A FINAL DECISION 
ON THE CHOICE OF BIDDER(S) WILL BE MADE WITHIN 15 DAYS. 

5. COMMENT: THIS UNUSUAL STEP TO REASSURE USG INDICATES 
PETROPERU’S SENSITIVITY TO ANY SIGN OF A LOSS OF CONFIDENCE 
ON THE PART OF POTENTIAL FOREIGN SOURCES OF FINANCING (AS 
WELL AS THE U.S. OIL COMPANIES INVOLVED) AND UNDERLINES ITS 
DESIRE TO MAINTAIN THE MOST POSITIVE IMAGE POSSIBLE. FURTHER, 
FERNANDEZ BACA INTIMATED THAT HE WAS CONCERNED NOT ONLY ABOUT 
EFFECT OVERSEAS, BUT ALSO WITHIN GOP WHERE CERTAIN CRITICS 
(PRESUMABLY RADICALS) MIGHT CLAIM THAT PERU HAD BEEN DUPED BY 

A FOREIGN COMPANY. FINALLY, EMBASSY HAD UNDERSTOOD THAT 
FINANCING FOR JAPANESE AND GERMAN PIPE WOULD COME FROM 
SUPPLIERS BUT IT NOW APPEARS THAT JAPANESE LOAN MAY BE USED 
FOR THESE PIPE PURCHASES AS WELL. 

DEAN 
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